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GOODMORNING,MR, CH,41RMANAND MEMBERSOF THE COMMITTEE,MY

NA.MEIS COLLEENWIECK,VICE PRESIDENTOF THE NATIONALASSOCIA-

TIONOF DEVELOPMENTALDISABILITIESCOUNCILSAND CHAIROF THE

NADDCPUBLICPO IICYCOMMITTEE, I HAVEALSOBEENTHE EXECUTIVE

DIRECTOROF THE MINNESOTA!IEVELOPMENTALDISABILITIESCOUNCIL

FOR THE PAST% YEARSo ON BEHALFOF ALL STATEDEVELOPMENTAL

DISABILITIESCOUNCII.S,WE APPRECIATETHE OPPORTUNITYTO TESTIFY

ON NEEDEDCHANGESIN THE MEDICAIDPROGRAM) .

DEVELOPMENTALDISABILITIESCOUNCILSARE IN A PARTICULARLY

STRATEGICPOSITIONTO UNDERSTANDTHE IMPACTOF MEDICAIDON THE

LIVESOF PEOPLEWITHDEVELOPMENTALDISABILITIES, OUR COUNCILS

ARE COMPOSEDOF BOTH CONSUMERSOF SERVICESAND GOVERNMENT

OFFICIALSRESPONSIBLEFOR PROVIDINGSERVICES, WE UNDERSTAND

BOTHTHE PROBLEMSAND THE POTENTIALOF MEDICAID,

MY TESTIMONYIS DIVIDEDINTOFOURMAJORSECTIONSCRITICALTO

ANALYZINGTHE IMPACTOF MEDICAIDON PEOPLEWITHDEVELOPMENTAL
P1SABILITIEs, THE FIRSTTWO SECTIONSPOINTOUT THE PROBLEMS

CREATEDBY THE CURRENTMEDICAIDPROGRAMWITH RESPECTTO THE

RELATIONSHIPOF COSTTO OUTCOMES

THE THIRDSECTIONFOCUSESON THE

THAT FEDERALAND STATEOFFICIALS

RESTRUCTURINGAND REAL[.OCATION,

PRINCIPLESAND SOLUTIONSTO FUND

ANDTHE IMPACTON FAMILIESo

INEVITABLEAND TOUGHCHOICES

FACE IF WE ARE SERIOUSABOUT

THE FOURTHSECTIONADDRESSES

WHAT IS RIGHTAND EFFECTIVE
FOR PEOPLEWITHDEVELOPMENTALDISABILITIES,



FIRST,BILLIONSOF DOLLARSARE SPENTON MEDICAIDSERVICESFOR

PEOPLEWITHDEVELOPMENTAIDISABILITIES,BUT WHATARE THE olJT-

COME$? MEDICAIDMAY FOSTER“RETARDINGENVIRONMENTS”AND

“INACTIVETREATMENT,“

THERE IS NO DOUBTTHATMEDICAIDHAS GREATLYIMPROVEDSERVICES

AND ENRICHEDSTAFFINGFOR PEOPLEWITHDEVELOPMENTALDISABILITIES,

HOWEVER,THEREAPE SERIOUSDEFICIENCIESTHATMOREMONEYCANNOT

FIX, .

WHETHERTHE SOURCEOF INFORMATIONIS UNIVERSITYRESEARCH,STATE

LICENSINGAND CERTIFICATIONREPORTS,HCFA LOOKBEHINDAUDITS,

ACMRDDREPORTS,OR LOWELLWEICKER’SREPORTON CONDITIONSIN

INSTITUTIONSAND COMMUNITYFACILITIES,THERE IS A SINGLETHREAD

RUNNINGTHROUGHALL REPORTS--ATTHE INDIVIDUALLEVEL--WHATDOES

THE PERSONNEEDAND WHAT IS THE PERSONRECEIVING,DOESMEDICAID

FUNDDEPENDENCYRATHERTHAN INDEPENDENCE,DOESMEDICAIDFOSTER

INACTIVITYRATHERTHAN PRODUCTIVITY,DOESMEDICAIDKEEPPEOPLE

SEGREGATEDRATHERTHAN ENCOURAGEINTEGRATIONINTOCOMMUNITYLIFE?

RESTRUCTURINGIS NECESSARYTO ADDRESSTHESECONSEQUENCES,
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SECOND,MEDICAIDIS A POWERFULINCENTIVEFOR OUT-OF-HOMEPLACE-

MENTS, ,

FOR THOSEFAMILIESWHO HAVEKEPTTHEIRCHILDRENWITHDEVELOPMEN-

TAL DISABILITIESAT HOME,THEY QUICKLYREALIZETHATGOVERNMENT

PROVIDESSERVICESE ~ CHILD~ ADULTLEAVESHOME,

SERVICESTO SUPPORTFAMILIESAND CHILDRENAT HOMEFINISHM

WHENCOMPAREDTO FUNDINGFOR INSTITUTIONSAND GROUPHOMES, .

OVER HALFTHE STATESHAVEBEGUNFAMILYSUPPORTPROGRAMS;BUT

WHILESTATESARE TRYINGTO SUPPORTFAMILIES,MEDICAIDFUNDS

SERVICESTO SUPPLANTFAMILIESo

WE DO HAVETHE MEDICAIDHOMEAND COMMUNITY-BASEDWAIVERPROGRAM

WHICHHAS THE FLEXIBILITY;HOWEVER,IT IS A VERY LIMITEDPROGRAMs



THIRD,RESTRUCTURINGMEDICAIDMEANSFACING

INEVITABLECHOICES,~ ENDURINGPOLITICAL

LARGEMEDICAIDFUNDEDRESIDENTIALSERVICES

CONTINUEDREDUCTIONS~ INEVITABLE,E &

CRITICALISSUESTO FACEWHENWE TALKABOUT

THATMEAMS:

4

TOUGHISSUES,MAKING

HEATn

~ BEINGDOWNSIZED,

RESULT,t o , WE HAVE

RESTRUCTURINGAND

—

—

—

—

—

EMPLOYEEDISLOCATION;
.

WHATTO DO WITHBUILDINGAND LAND;

WHATTO DO ABOUTECONOMICIMPACTON LOCAL

COPIMU~!ITIES;

HOW TO STRUCTUREA PUBLICPROCESS;AND

WHAT TO DO ABOUTTRANSFERRINGRESIDENTSi

IN MINNESOTA,WE HAVEUNDERTAKENA STUDYOF THESE ISSUESAND

HAVEPRODUCEDEIGHTPOLICYPAPERSTHAT CAN BE USEDBY OTHER

STATESIN ADDRESSINGTHESEPROBLEMS,

WHATEVERCHANGESARE MADETO MEDICAID,THERESHOULDBE ADMINIS-

TRATIVELEADERSHIPTO ASSUREINVOLVEMENTOF FAMILIES,ADVOCATES)

EMPLOYEES,

WE HAVETO

EMPOWERING

AND COMMUNITYLEADERS,

MOVEAWAY FROM PERPETUATING-BRICKSAND MORTAR“TO

INDIVIDUALSAND FAMILIES,“
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FOURTHAND FINALLY,RESTRUCTURINGMEDICAIDMEANSCATCHINGNEW

WAVES,FUNDINGWHAT IS NEEDEDAND WHAT IS POSSIBLE,

INNOVATIONIS OCCURRINGTHROUGHOUTTHE UNITEDSTATES, WE ARE

BEGINNINGTO TALKABOUTREALHOMES,REALJOBS,REALFRIENDS,

AND THE REALCOMMUNITY,NOT “PHONEYCREATIONSOF SERVICE

SYSTEMS”WHICHPERPETUATECLIENTHOODRATHERTHAN Citizenship

INCLUDEDIN MY TESTIMONYARE 10 FEATURESOF MEDICAIDFUNDED .
SERVICESAND 10 CHARACTERISTICSOF A REFORMEDSYSTEM,
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.



SenatorChafeeand Forumparticipants.

The MinnesotaGovernor’sPlanningCouncilon Developmental
Disabilitiessupportsthe Communityand FamilyLivingAmend-
mentsand has,supportedthe bill since1984. We provided
writtentestimonyto your Senatehearingwhichwas held on
August13, 1984,in Minneapolisthat outlinedthe values,
issues,and philosophicalreasonsfor our support. We
statedat thattime:

1.

2.

3.

4.

5.

6.

CFLA supporteda consumerdrivensystemrather
than a providerdrivensystem.

CFLAwouldhelpmeet demandsfor service
througha rangeof alternativelivingarrange-
ments.

CFLAwouldemphasizemeetingthe needsof in- “
dividualresidentsin’small,homelikeresiden-
tialprograms.

CFLAwouldprovidelesscostlyalternatives
to out-of-homeplacements.

CFLAwouldemphasizeand strengthensupport
servicessuchas day programsand case manage-
ment.

CFIAdefinesthe targetpopulationin compara-
ble termswith our statestatutes,but more
attentionis neededfor emotionallydisturbed
childrenand peoplewithmentalillness.

Ratherthan repeatingour originaltestimony,the COUncil
directedme to testifyaboutthe resultsof a nine-month
studyof our statehospitalsystem. We are interestedin
discussingthe broadrangeof issuesthat eachstatemust
face in downsizingresidentialfacilities.

Duringthe 1984LegislativeSession,the D.D. $o:ncilof the
State Planning Agencywas given lead responsibility to con-
duct a studyand proposea plan for statehospitals. There
were foureventsthatpromptedthe legislation:(1)the sud-
den closureof RochesterStateHospital,(2)the TitleXIX
Home and CommunityBasedWaiverwhichcalledfor additional
reductionsin the mentalretardationunits,(3)the Welsch
~ LevineConsentDecree,and (4)the December1983proposed
reorganizationof the statehospitalsystemby the Depart-
ment of HumanServices.

We completedeightseparatereportswhichyou have in front
of you. Each of thesereportsanswersspecificquestions



posedby the legislation.In additionto thesereports,we
publishedthis 40-pagegraphicallyillustratedreportgiving
“highlights!!of the repOrtS.

An interagencyboardwas establishedand consistedof 11
stateagencycommissioners.The interagencyboardentitled,
the InstitutionalCareand EconomicImpactPlanningBoard,
met six timesto carryout its mission. Thisboardapproved
all reportsand recommendationsthatwerepresentedto the
Legislature.

Let me emphasizethatMinnesotahas plentyof plans,and
somewouldarguethat our statehospitalsystemis over-
studied. The problemswithplanningis thatwhenmajor
stakeholdersare not involved,the planningis meaningless.
Second,the Legislaturecan act withoutplanningor can
requireplanningand thennot act. The studythatwe con-
ductedinvolvedall stakeholdersand did resultin legis-
lativeaction. .

~ first~rioritvQ planninqmust@ ~ individuals~
are served; , otherissues attentionsuchas—.

pact,enmloveedisDlacementlW alternativew
~ buildincm. M~~ will describe~ w- orqanized
thesestudiesand the conclusionsw= reached.——

PAPERNO. 1: MINNESOTASTATEHOSPITAL
FACILITIESAND ALTERNATIVEUSE [BUILDINGS)

The major focusof this studywas an analysisof the general
conditionof the buildingsand potentialalternativeuses of
thosebuildings.

We examinedseveralvariablesincludingthe yearsthe build-
ingswere built,propertysize,buildingsquarefootage,
physicalcondition,plumbingcondition,and electricalcon-
ditionof the buildings.

Thereare many buildingsin the statehospitalsystemwhich
are unusedand in poor repair. Many of thesebuildings
continueto be heatedbecausetheyhavenot been declared
surplusproperty. Thereare tables”onthe dispositionof
surpluspropertyfrom1983-1984in this report,and our
analysisshowsthat the statedoes not excelat disposing
surplusproperty.

Even thoughthe projectionfor servicesfor mentallyill
peopleand chemicallydependentpeopleremainsconstantfor
the nextbiennium,the projecteddeclineof peoplewho are
developmentallydisabledwill reducethe currentneed for
buildingspace.

Therehas been considerableexperienceacrossthe United
Statesconcerningthe conversionand disposalof state



hospitalproperties.We conducteda nationalsurveyof states
with 43 of 50 statesreponding.

Generallyspeaking,stateagenciesreportthattheydo not
savemoneyby usingstatehospitalsfor othergovernmentuses
ratherthan rentingor buildingotherfacilities.This is
due in largepart to the conditionand age of the buildings,
energycosts,and renovationcosts.

of the 31 institutionsreportedclosednationwide,nonehave
beenpurchasedby privateindustry. Overhalfhavebeen con-
vertedto othertypesof institutions~e.g.~corrections~
Veterants,geriatricapartments,college,and religiousor-
ganization.

Recommendations:

1.

2.

3.

4.

We recommendeda systemwidecapitalimprove-
ment planningprocessthat recognizeslong-
term spacerequirementsand the conditionof “
the buildings.

We recommendedthatunusedbuildingsin poor
conditionshouldbe declaredsurplusand de-
molishedif necessary.

We recommendedan aggressive,coordinatedmar-
ketingstrategyshouldbe undertakenfor all
potentialalternativeuses of statehospi-
tals. Specificuse decisionswill require
the activeinvolvementof state,county,and
localagencies,and affectedcommunities.
The uses shouldnot conflictwith established
statepolicyand shouldbe compatiblewith
the purposeof statehospitals.

We supportedproposedchangesin statelaw
easingconstraintson the saleof stateprop-
ertyto the privatesector.

PAPERNO. 2: MINNESOTASTATE
HOSPITALENERGYUSE AND COST

Energyconsumptionin buildingsis affectedby many factors
includingoriginalconstructionfeatures~efficiencyof heat-
ing plant,severityof weatherand type of heatingfuelused.
Meaningfulcomparisonof energyuse at the eightstatehospi-
tals is difficult.

The Legislaturedirectedus to analyzethe energyefficiency
of all statehospitalbuildings.The analysiswas accom-
plishedin fivedifferentways:

1. Energyuse by resident/patient;



2. Energycostper resident\patient(FY 183in
1982dollars):

3. Energyuse by squarefoot/degreeday/MMBTU;
4. Energyuse and costby squarefootof build-

ing space (FY ‘83);and
5. Energycostas a

cost.

Recommendations:

We recommendedthat energy
be taken:

percentageof operating

conservationmeasurescontinueto

1. Utilizationof sharedsavingscontracts:
2. Use of alternativefuels;
3. Purchaseof electricityfromwholesalers;
4. Separatemeteringof leasedor rentedbuild-

ingsto the tenants;
5. Surplusbuildingsto be identifiedfor demoli-

tionto eliminateheatingcosts;and .

6. Energyimprovementssuchas a summerboiler.

PAPERNO. 3: A PROFILEOF MINNESOTA
STATEHOSPITALEMPLOYEES

The legislationauthorizingthe studywas very concerned
aboutthe effectson the employeesshoulda statehospital
close. The legislationsoughtspecificinformationabout
the employees:What is the projecteddisplacementof state
hospitalemployeesbecauseof deinstitutionalization,and
what is the extentto whichdisplacementcan be mitigated
throughattrition,retirement,retraining,and transfer?

Thereare over 5,900people,includingpart-timeand inter-
mittentemployeesworkingat our eightstatehospitals.

1.

2.

3.

4.

64 percentof all employeesare female;the
majorityare coveredby the Non-Professional
HealthCareUnit,whichis the largestbar-
gainingunit,and thisgroupof employees
earnan averagewage of $8.51 per hour.

The averagelengthof servicefor all employ-
ees is 8.15years.

The separationrate for all employees(all
formsof termination:death,voluntary,and
involuntaryretirements)variedgreatlyin
the statehospitalsystem. The totalnumber
of separationsPor FY *84was 820.

Underthe Ruleof 85 (ifa persontsage and
yearsof experienceequals85), 369 empl~~ees
are currentlyeligiblefor retirement.



the Rule of 85 were extended,742 additional
employeeswouldbe eligiblewithinfiveyears.

The StatePlanningAgencyconducteda surveyof statehospital
employeesto determinefuturecareerchoices. Therewere 26
questions,and 3,154employeesrespondedto the questionnaire.

Here are some’results:

Question: llIfthis statehospitalwere tO close
withinthe next five (5)years,or if patient/
residentreductionswere to resultin staffreduc-
tions,and if I were offereda transferto another
statehospitalfor a similarposition,I would
most likely. . ..” The hypotheticalquestionwas
followedby a set of four (4)choices:

1.

2.

3.

4.

5.

34%

Maintainmy currentresidence,refuse
the transfer,and seekotheremploy-
ment elsewhere.

Refusethe transfer,seekotherem-
ploymentoutsidethe area,and change
my addressaccordingly. 12%

Acceptthe transferand move to the
areaoffered. 24%

Acceptthe transferbut wouldattempt
to maintainmy currentresidenceand
commuteif at all possible. 27%

Unknown. 2%

Question: !lIfthis statehsopitalwere to close
withinthe next five (5)years,or if patient/
residentreductionswere to resultin staffreduc-
tions,and if I chosenot to accepta transferto
anotherstatehospital,my nextcareerpreference
wouldbe . . ..”

1.

2.

3.

4.

Work for a stateagencyin the field
of humanservices.

31%
Work for a stateagencyoutsidethe
fieldof humanservices. -

Work in anotherpublicsector(city,
county,federal)in the fieldof
humanservices.

Work in anotherpublicsector(city,
county,federal)outsidethe field
of humanservices.

20%



5.

6.

7.

8.

9.

10.

Work in privateindustryin the field
of humanservices.

12%
Work in privateindustryoutsidethe
fieldof humanservices.

Retire,if possible. 7%

Self-employment. 14%

Returnto school. 5%

Unknown. 11%

Question: !!Shouldyou wish to continuein the human
servicesfield,whatwouldbe yourmost preferred
work setting?” The choiceson the questionnaire
were:

1. Statehospital. 54%
,

2. Privatelyoperatedcommunityprogram
(dayor residential). 11%

3. State-operatedcommunityprogram(day
or residential). 22%

4. County-operatedcommunityprogram
(dayor residential). 7%

5. Unknown. 6%

We alsoexaminedthe questionof portabilityof pensions.
sionsare portablein somecasesbut cannotbe transferred
leavingpublicservice.

Recommendations:

1.

2.

We recommendedthat any staffreductionsresult-
ing fromdecliningstatehospitalpopulations
shouldoccurthroughnaturalattritionand re-
tirementwheneverpossible.

The Departmentof HumanServicesand the Depart-
ment of EmployeeRelationsshoulddevelopa plan
to facilitatethe volutarytransferand retrain-
ing (i.e.,retrainingof workerstransferringto
mentalillnessunits).

PAPERNO. 4: THE ECONOMICIMPACT
OF MINNESOTASTATEHOSPITALS

Pen-
when

A largeindustrysuchas a statehospitalcontributessignif-
icantlyto a community’seconomy. The smallerthe community



and lessdiverseits commercialor industrialbase,the
greaterthe impactof any closureor downsizing.Economic
impactis not onlya functionof whereemployeesliveand
spendtheirmoneybut alsowheretheywork in termsof com-
mutingdistance.

For purposesof the report,thereare threeeconomicimpact
areas. We used zip codesto definethe areas:

1.

2.

3.

4.

5.

6.

Primaryimpactzoneis wehre50 percentof
the employeeslive. (Zipcodesclosestto
statehospital.)

The secondaryimpactzoneis where75% of the
employeeslive (includesthe primaryimpact
zone).

The regionalimpactarea is whereat least90
percentof the employeesliveand includes
both primaryand secondaryzones.

This reporthas severalsections:

a. DirectEffectof HospitalEmployment:

— employmentas a percentageof
totalareaemployment;

— hospitalpayrollas a percent-
age of totalareawage and sal-
ary income:and

— estimatesof unemploymentby
county.

b. IndirectEmploymentLoss.

c. StateHospitalPurchases.

d. Effectof Resident/PatientSpending.

e. Effectof VisitorSpending.

Countieswheremost statehospitalemployees
resideare:

Rice 1,017
:: CrowWing 647
c. OtterTail 637
d. Kandiyohi 605.

Alternativeemploymentwouldbe more diffi-
cult in an areaof highunemployment.State
hospitalcounties!unemploymentratesas of
July 1984showeda high in CarltonCounty
(MooseLake)of 10.1percent,8.0 percent



in CrowWing (Brainerd),and 7.9 percentin
OtterTail (FergusFalls).

7. Salariesof statehospitalemployeesmay be
the most significantfactorin community
economicimpact. Of the totaloperatingex-
penditures,$128,433,135,or 85.9percent,
are for personnelcosts. The amountsranged
from $9,809,295at AnokaStateHospitalto
$24,993,232at Faribault.

8. Sincethe stateof Minnesotahas a central-
izedprocurementsystembasedin St. Paul,
the localstatehospitalpurchasesas a per-
centageof localretailsalesare smallas
shownby the tableson pages20-26.

Recommendations:

We recommendedthat alternativeeconomicdevelopmentstrate~
gies can be developedbut requirea cooperativeeffortbe-
tweenstateand localofficials.Economicimpactzonesmay
be one way to handlethis issuein the future.

PAPERNO. 5: PUBLICOPINIONS
ABOUTSTATEHOSITALS

A significantpart of the studyof the statehospitalsystem
was the developmentof a publicprocesswhichprovidedMin-
nesotanswith an opportunityto expressideasand concerns
regardingthe futureof statehospitalsand the deliveryof
servicesto personswithmentalillness,mentalretardation,
and chemicaldependency.

This”publicprocessinvolvedthreemajorelements:

1.

2.

The conveningof ninetownmeetings,one in
each areaof the stateservedby a statehos-
pitaland one in the Metroarea. (Over5,000
peopleattended. Therewere 362 witnesses,
and 80 separateorganizationswere repre-
sented.)

Solicitinglettersfromthe publicand inter-
estedpartieswho wouldexpresstheirviews.
(Over433 letterwere received.)

a. Pro statehospital 117
b. Neutral 15
co Pro community-basedfacil-

ities 121
d. Opposedthe waiver 49
e. Againststate-operatedcom-

munityfacilities 131.



3* Receivingcallsduringa ‘toll-freecall-in~
day. A totalof 202 calls;174 favoredstate
hospitals.

4. We also senta ‘DearColleagueUmailingonce
a monthto 1,500peoplegivingresultsand
announcingmeetings.

The overwhelmingmessageof the townmeetingsand phone
was to keep the statehospitalsopen. The letterswere
on this issue.

calls
split

Here are the majorthemesthatwe heardat the townmeetings:

ConcernsaboutPatientsand Residents:

“ The specialneedsof residentsshouldbe the
primaryconcernin planningthe futureof state
hospitals.

● Personsmost ‘difficultto placewbecauseof
severebehavioral,physical,medical,communic-
ation,or multiplehandicapproblemsare served
by statehospitals.

● Residentsand patientsneed qualitycareand a
base of support--statehospitalsare the only
home theyhave,they shouldnot be made ‘home-
less~nor l~shuffledabout.”

● The improvementof residentsand patientshas
been documented.Individualsdescribedthe
progresstheyhavemade. Some familiesprefer
the statehospitalplacement.

● The factthat statehospitalsare geographi-
callydispersedmakesit easierfor families
to visit. Closureis viewedas forcingfami-
liesto travellongerdistances.

● Duringthe call-inday, severalcallerscited
incidentsand criticizedboth statehospitals
and communityservicesbecauseof inadequate
or inappropriatetreatment.

● Familymembersrequestedgreaterinvolvement
and respectfromstaff.

Viewson CommunitvProfframs:

● Individualshavemovedout of institutionsand
intothe community.Theyhave improved.



● Communityprograms(communitymentalhealth
centers,casemanagement and communitySUP-
port programs)needmore financialsupport.

● Communityplacementwill occur,but it must
be orderly.

● Commun’ity-basedservicesare client-centered
and provideintegration.

“ Residentshave a rightto live in the commu-
nity. The statehospitalis not the least
restrictiveenvironment.

“ The stateshouldphaseout of operatingany
program. The stateshoulduse a ‘requestfor
proposal”approach. The statecannotprovide
servicesand at the sametimemonitoritself.

● We need a statepolicyon deinstitutionaliza-
tiono

“ Do not stopcommunity-basedfacilitydevelop-
ment becauseof employeesand economicimpact
issues.

“ Communityservicesare not availablein all
partsof the state.

● Some communityservicesexperiencehigh staff
turnover. Staffaren’twell trained. commu-
nity servicesare underfunded.Communitypro-
gramsdo not providea fullrangeof therapy
and healthcare services. Classactionsuits
may be necessaryto addressinappropriate
placementsin the community.

● Community-basedfacilitiesdo not acceptall
typesof people.

“ Communityprograms do not providethe same
levelof careas statehospitals.

● Thereis abusein the communityprogramsand
overmedicationin some.

● Communityfacilitiesare not preparedfor the
clientswho are leavingstatehospitals.

● Countycasemanagementis understaffed.

.

● Some statehospitalprogramsare smallerthan”
largergrouphomes.



Qualitvof StateHospitalStaffand Care:

“ Statehospitalstaffand the careprovidedwere
describedas caring,helpful,dedicated,the
best,concerned,enthusiastic,skilled,Supe-
riorcare,excellentcare,warm,professional,
and nationallyrecognized.

● Staffcare aboutresidentsand providea surro-
gate familyrelationship24 hoursper day.

“ Staffare concernedaboutqualityof care,con-
tinuityof care,standards,and a multidisci-
plinaryapproach.

● Statehospitalstaffsalariesare justifiedbe-
causethe residentsare the most difficultto
serve. The salarylevelsin the communityare
low by comparison.

● Staffturnoverratesare-lowerin statehospi-
tals comparedto communityservices.

CommunitvEconomicImnacton HosnitalClosure

● The effectwill be an economicchainreaction
characterizedby directlossof hospitaljobs,
indirectlossof jobsbecauseof slowedindus-
trialgrowth,loweredgrosscommunityincome,
reducedretailsales,closedstores,fewerfam-
ilies,underutilizedschools,increasedtaxes,
higherutilitycosts,depressedhousingmarket,
and risingunemployment.

● Severalattemptsto estimatethe magnitudeof
the economicimpactwere presented.

A summaryof everytownmeetingis providedin thispolicy
paper. A fileof lettersis alsoavailableand copiesof
transcriptsfromthe meetings.

PAPERNO. 6: RESIDENTS\PATIENTS

Minnesotatsstatehospitalsexistto servepeoplewithmental
illness,developmentaldisabilities~and chemicaldependency’
Whilethereare many factorswhichwill influencethe future
of statehospitals,a very importantfactormust be the indi-
vidualsfor whom they exist.

All eightstatehospitalsdo not providethe sameservices.
Cambridgeand Faribaultstatehospitalserveonlypersons
with developmentaldisabilities;Anokaseriesonlypersons
with mentalillnessand/orchemicaldependency.



The statehospitalstudyalso found:

1.

2.

3.

4.

5.

6.

In 1960,a peak of 16,355residents/patients
were servedin the statehospitalsystem.

In FY ’84,the averagedailypopulationof
the~statehospitalswas 4,006people: 1,230
peoplewho werementallyill:2,182PeoPle
who were developmentallydisabled;and 594
peoplewho were chemicallydependent.

Patientswho were mentallyill rangefromthe
severestformsof illness(9percent)to the
leastseveresymptoms(12percent). Patients
who experiencedpsychoticepisodes,attempted
suicide,and abuseddrugscomprised26 percent
of the statehospitalpopulation;and patients
with poor socialskills,littleinitiative,
and difficultycontrollingemotionalcontrol
comprised39 percentof the population.The
remaining13 percenthave limitedsocialin-
teractionand self-careskills.

90 percentof the residentsin statehospi-
talswere severelyor profoundlymentally
retarded.

Residentswho were developmentallydisabled
were highlydependentin areassuchas self-
preservation(abilityto egressa building
on theirown in caseof an emergency), be-
haviorproblems,bathing,grooming,and
dressing.

Patientswith chemicaldependencywere typi-
callyyoungwhitemaleswho were single,un-
employed,had a high schooldegreeor less,
were alcoholdependent,and were indigent.

Recommendations: ,

The studyof ‘Patientsand Residentsin MinnesotaStateHospi-
tals”providesonlypreliminaryinformationaboutdemographic
characteristics.The InstitutionalCareand EconomicImpact
PlanningBoardrecommendedthatadditionalreportsbe prepared
and recommendationsregardingthe relationshipbetweenstate
and countyresponsibilitiesbe submittedto the Legislature.
The boardalsorecommendedincreasedemphasisbe placedon
supportingqualityof careand qualityof life in the current
servicesystem.



PAPERNO. 7: THE COSTOF MINNESOTA
STATEHOSPITALS

The legislationmandatingthe statehospitalstudyand plan
requiredthe LongTermHealthCareCommissionto “evaluate
the comparativecoststo the stateinstitutionaland nonin-
stitutionalcare for developmentallydisabledpersons.”
Thereare fourpartsto the costreport: (1)reviewof lit-
erature,(2)revenueand expendituresof statehospitals,
(3)comparisonsof moneyspenton institutionaland community
facilities,and (4)a needsapproachto cost. Here are some
highlightsfromthe coststudy:

Costsof StateHosDitals:

1.

2.

3.

Fifteen(15)yearsago,the caregivenin
statehospitalswas custodial,and the cost
per day was extremelylow.

Courtcasesand federalstandardsresulted
.

in betterstaffing. Costsincreased.

In this sameperiod,peoplewith developmen-
tal disabilitiesweremovingto the commu-
nity. Costscontinuedto increasein the
statehospitalsbecause:

a.

b.

c.

d.

e.

f.

9“

The fixedcostsincreasedbecauseof
fewerresidents;

Remodelingand constructionoccurred
acrossthe UnitedStatesto meet fed-
eral ICF-MRstandards:

Staffingincreasedor stayedlevelin
orderto reachratios;

Unionizationof publicemployeesoc-
curredwhichled to highersalaries;

Inflationhad an impact:

The proportionof residentswith se-
vere/profoundmentalretardationin-
creasedas lesshandicappedpeople
leave;and

Indirectcostswere addedsuchas
overheadand otherstateadministra-
tive costsin orderto maximizefed-
eral financialparticipation.



Costsof CommunitYResidentialFacilities:

1.

2.

3.

4.

5.

6.

The numberof grouphomesin the community
has increaseddramatically.

The ownershippatternscan rangefromfam-
ily~nonprofit,profit~chains?or sys~ems.
Familyoperationsare the leastexpensive.

Communityresidentialfacilitiesneeda stand-
ard chartof accountsand improvedcostac-
counting.

Communityresidentialfacilitiesincludecap-
italitemsbut not day programsor service
costs.

Communityresidentialfacilitiesnow serve
all agesand all typesof handicapsbut
the proportionwho are most dependentis
slightlylowerthan statehospitals.

Why averageper diemsshouldn’tbe compared
betweenstatehospitalsand communityfacil-
ities:

a.

b.

c.

d.

e.

f.

Costsvary by type of resident(age,
levelof independence,servicesneeded,
and staffingneeded). Childrenare
alwaysmore expensivethan adults.
More severelyhandicappedpeopleare
more costlyregardlessof setting.

Per diemsdo not containthe same
items.

No standardchartof accountsexists.

No costaccountingsystemexists.

Thereare severalways of determining
costswhichproducesdifferentout-
comesin cost studies:

— reimbursablecost reporting;
— averageper personcosts;
— fixedand variablecosts;
— unit costs;and
— needsapproach.

In Minnesota,costsvary by geographic
location(urban,rural); size,(6 or
fewer,17 or more):staffratlos~and
specialcertification.



ConclusionsfromPastCostStudies:

1.

2.

3.

4.

5.

6.

7.

8.

Costsdon’tdifferif both typesof clients
are providedfullarrayof service. (Mayeda)

Communitycostsare fragmentedacrossseveral
accounts. (0’Condor)

By addingin day programsand medicalserv-
ices,the differencenarrows. (Mayeda)

As a treatmentsite,the statehospitalis
not as desirableas a communitysetting.
(Jones& Jones)

Impossibleto comparebecauseno standard
chartof accountsand no standardcost
accountingexists. (0 Connor)

We needto add in the issueof the ‘familyU
thatprovidescare. The familymay be the
most cost-beneficialapproach.

Reallocationof fundsmust be consideredif
numbersof peoplekeepmovingout of state
hospitals.

The Pennhurststudyconcluded:

a.

b.

c.

d.

e.

f.

State,salariesand fringesare higher
than communitysalariesand fringes.

Communitystaffspendmorehoursof
directstafftimeper clientthan
Pennhurststaff.

Thereis a greaterdivisionof labor
in statehospitals--moremanagement,
more specialists,and moremedically
oriented staff. Communitystaff do
more jobs.

Savingsin communityare due to use of
genericservices.

How soonbeforecommunitystaffunion-
izes?

How longwillwe expecta low paid,
transientwork forceto servemore se-
verelyhandicappedpeoplein the com-
munity?



11.

12.

13.

9* Ratherthan say communityservicesare
cheaper,we shouldsay thatwe get more
stafftime for the money.

h. Some institutionprogramsare lessex-
pensivethancommunity;most institu-
tionsare more expensive;averageper,
diem reflectsa wide rangeof people.

The gross cost of Minnesotastatehospitals
for FY !84was $159,045,479;85.9percent
was for personnel.

Reimbursementstotaled$120,594,420fromall
sourceswith the largestamountcomingfrom
federalMedicalAssistance($52,656,694).

In 1980,expendituresfor communityservices
reachedthe samelevelas expendituresfor
institutionalservicesformentallyretarded
people. Since1980,expendituresfor commu-
nity serviceshave exceededinstitutional
services.

PAPERNO. 8: OPTIONS/RECOMMENDATIONS

The fouroptionspresentedin this lastreportinclude:

1. Keep all statehospitalsopenbut downsize.

2. Decentralizethe statehospitalsand begin
state-operated,community-basedsemices.

3. Increaseefficiencyand introduceelements
of competitionin all statehospitals.

4. Closureof one or more statehospitals.

On page 2 of this finalreport,we beginwith a listof all
the conflictingroles. Wheneverinterestgroupsdiscusswhat
is the statels-role,thereis a tendency
oughtton forgettingthatwe do not have
rathera complexset of rolesincluding:

—
—
—
—
—
—
—
—

provideservices;
superviseservices:
monitorand license:
guardian;
defendentin Court:
employer;
negotiator;
providerof services

to say, Nthestate
a blanksheetbut

to em-
ployeesin case of closure;



— costcontainment:and
— maximizefederalfinancial

participation.

OPTION1: Continueoperationof all eightstate
hospitalswith staffreductionsor down-
sizingin the mentalretardationunits.,

— The mentalretardationpopulation
will continueto declinebecause
of the WelschConsentDecreeand
the waiver.

— Therecouldbe as many as 582
fewermentallyretardedpeopleby
July 1, 1987,or it couldbe a
minimumof 300 fewerpeopleunder
the WelschConsentDecree.

Effectson Employees:

— Becauseall typesof stafflevels
are stipulatedin the WelschCon-
sentDecree,the numberof staff
who couldbe reducedcouldbe
projected.

— The numberof staffto be reduced
totaled644 positions.

— Basedon historicalexperience,
thereare 1,640separationsbe-
causeof turnover,retirements,
deaths,and resignations.This
numberincludes~ employees
includingpart time.

— It is our opinionthat natural
attritioncan be used for down-
sizingas a firstoptioncompared
to layoffs. SpecialexceptiOnis
made to fillpositionsforhealth/
safetyand forWelschcompliance
reasons.

— The nextoptionis to make early
retirementattractivethroughex-
tensionof Rule of 85.

— The nextoptionis to extendthe
Rule of 85 and to add medicalin-
surancebenefitsfor peopleuntil
theyreachage 65 years. This



,

OPTION2:

optionis also lessexpensivethan
layoffs.

Effectson Buildin~siEnerqY:

— The demandfor livingspaceis
goingdown and yet capitalcosts
will continuefor remodeling/
renovation.

— If the populationcan use consol-
idatedlivingspace~then selected
buildingscan be declaredsurplus
and sold,rented,or demolished.

Decentralizethe statehospitals.

We lookedat RhodeIsland’sapproachin
beginningstate-operated,communitY-
basedservices. Our stateAFSCMEgroup
prepareda proposal. The Departmentof
HumanServicesalsocreateda proposal
includedin this report.

Effectson Residentsand EmDlovees:

—

—

—

—

—

—

—

Individualswouldcontinueto
moveto the community.

Employeeswouldbe allowedto bid
on positionsin communitysettings.

Employeeswouldbe coveredunder
collectivebargainingand pension
plan.

Retrainingwouldbe necessary.

Spaceneedswouldbe reduced.
Propertycouldbe declaredsur-
plus.

The statemightincurnew capital
costsin the communityor exist-
inghousingcouldbe used.

Economicimpactwouldbe dis-
perseddependingon relocation
of residents.

OPTION3: Improveefficiencyand effectivenessof
statehospitalsand introduceelements
of competition.



—

—
I

—

—

—

Managementinformationsystems
wouldhaveto be in place--chart
of accounts,residenttracking,
etc.

Statehospitalswouldgenerate
revenueas a functionof services
rendered.

Each statehospitalwouldbe re-
sponsiblefor programmix, budget-
ing,marketing,and rate setting.

No catchmentareaswouldexist.

Countiesand casemanagerswould
be responsiblefor paymentof serv-
ice.

Effects:

—

—

—

—

—

—

Individualsand countieswould
havechoiceof usingstatehos-
pitalsat a prenegotiatedcost
of service.

Statehospitalswouldstillbe
underthe samepolicies.

Therewouldbe more need for
flexibilitythan civilservice
currentlyallows. Employees
wouldbe trainedand trans-
ferredbasedon need.

Each statehospitalwouldhave
controloverbuildings. There
wouldbe an incentiveto conserve.
(Thisis a realproblemareabe-
causethe statebonds and every
facilityis not equalin termsof
buildings.)

Proceedsof saleof property
wouldrevertto statehospitals.

Economicimpactdependson skills
of statehospitals:

A rentalvaluewouldapproach
fairmarketvalue;



* laundrycouldbe a profit
center;and

* per diemswouldreflecttrue
costs.

Cautionsaboutthisapproach:

— Concernabout‘dumpingWmost dif-
ficultclientsor ‘creamingwor not
providingservice. The statehas
up to thispointnot rejectedcli-
ents.

— True competitiondoes not exist
sincethe StateLegislaturehas
imposedmoratoriumssets funding
levels,and has rate settingmech-
anisms.

— Countieshavedifferingcapaci-
tiesto handlethesenew respons-
ibilities.

OPTION4: Closureof the statehospitals.

—

—

It is extremelydifficultto ter-
minategovernmentalorganizations.
Thereis littlepoliticalincen-
tiveto do so.

Terminationsare usuallyaccom-
paniedby a budgetcrisisand/or
an ideologicalstruggle.

Thereis a lackof systematic
evaluationstudiesto determine
impactof closure.

~ closuredoesn’toccur:

*

*

*

guarantees instant, galvanized
oppositionto the idea:
benefitis minimaland means
t~fractiona>lylowertaxes”;
and
incrementalismforcesmost pro-
gramsto grow ratherthanbe
terminated.

Each statehospitalwas hypothetically
closedfor purposesof this study,and
the impactswere assessed.



Effects:

— Basedon past experience,if the
statedoesnot havetime and money
to developcommunityalternatives,
the residentsare sentto another

# statehospital. Considerationmust
be givento:

* home countyof eachresident;
* whereare beds available?
* do theymatchwhat the indi-
vidualneeds?

* if not licensedor certified,
how muchmoneyis neededfor
bringing intocompliance?

— Thereare severalresearchstud-
ies of effectson residents/pa-
tientsand families. Results
are mixed--Changesin mortality,
healthproblems,emotionalchanges,
and adjustmentissues.

— In the eventof closure,we listed
nine separateoptionsfor employees
(pages28-29). We alsoestimated
the numberof “peoplewho wouldtake
eachoption,includinglistingbar-
gainingissuessuchas layoffs.

We summarizedthe researchon clos-
ure and effectson employees(low-
eredmorale,stress,physicalprob-
lems,emotionalproblems).

We summarizedthe alternativeuses
of buildings,the costof closure
and calculatedby hospital,the
amountfor severance,healthbene-
fits,unemploymentcompensation,
and othercostssuchas heating,
security,etc.

Finally,eachstatehospitalgave
theirown viewsaboutclosure.
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SUMMARY

I. BILLIONSOF DOLLARS ARE SPENT, BUT WHAT ARE THE OUTCOMES? MEDICAIDMAY
FOSTER “RETARDINGENVIRONMENTS”AND “INACTIVETREATMENT”

o While conditionsin institutionshave improved,isolation,removalfrom public

and professionalscrutiny,segregationand depersonalizationdo not facilitate

quality care or,qualityliving.

o The damagingeffects of institutionalizationon personswith developmental

disabilitiesare well documented.The positive impact of conmwnitycare in

contrastwith institutionalcare has also been well documented.

11. MEDICAID IS A POWERFUL INCENTIVEFOR OUT-OF-HOMEPLACEMENTS

o Servicesthat support familiesfinish dead last in terms of fundingcompared to

institutionsand group homes. .

0 The Home and ConununityBased Care Waiver is an excellentbeginningpoint to

address this disparity but needs to be expanded.

III.RESTRUCTURINGMEDICAID MEANS TOUGH ISSUES, INEVITABLECHOICES AND POLITICAL
HEAT

o Downsizinglarge residentialfacilitiesis inevitablefor every state.

o The tough issues include:what to do with vacant buildings and public employees;

how to mitigate the economic impact on local consnunities;how to involve

citizens in a public process;and how to address cost issues of fundingtwo

systems, institutionaland comnunity.

IV. RESTRUCTURINGMEDICAID MEANS CATCHING THE NEU WAVES AND FUNDING WHAT IS NEEDED
AND WHAT IS POSSIBLE

o Peoplewith developmentaldisabilitiesshould have new options and choices

in housing such as sharing or owning living space.

o Supportedemploymentshould replacedevelopmentaland medical models of day

programs.

o Consumers and family members should be empoweredto make decisionsabout

their lives, and funding from the Medicaid program should support individuals

based on their identifiedneeds rather than needs of the provider system.



Developmental’DisabilitiesCounci1s across the country are in a

particularlystrategicposition to understandthe impact the Medicaidprogram

has on the millions of Americanswith developmentaldisabilities. Their role

as plannersand advocates brings them

potentialsof Medicaid.

NAOOC appreciatesthe

program has on people with

restructurethe program

I. BILLIONSOF DOLLARS

to

opportunity

nto daily contactwith the problemsand

to discuss the impact the Medicaid.

developmentaldisabilitiesand to suggest ways to

meet the real needs.

ARE SPENT, BUT WHAT ARE THE OUTCOMES? MEDICAIOMAY

FOSTER “RETARDINGENVIRONMENTS”AND “INACTIVETREATMENT”

We know a great deal from the researchliteratureabout the differences

between institutionaland community-orientedcare for people with

developmentaldisabilities. Medicaidtends to fund and upgrade institutional

care.

Oespite the investmentof billionsof dollars in such facilities,studies

unanimouslyconclude that communitycare is more humane, results in startling

improvementsfor individuals,is more

principlesand is more cost effective

The damaging effects of institut”

disabilitiesare well documented. In!

closely alignedwith Constitutional

than institutionalcare.

onalizationon peep’

titutionalconditiol.

e with developmental

s have led to



lawsuitsin several states includingMinnesota (Blatt, 1973; Blatt and

Kaplan, 1966; Flint 1966; Goffman, 1966; Haldersonv. Pennhurst,1977;and ~

Taylor, 1977.) In/a 1977 accreditationsurvey of 48 state mental retardation

facilities,35 failed the test of minimal treatmentquality, failing for the

followingreasons: (a) excessiveuse of chemical restraintand physical

seclusion;(b) the impersonalnature of the physicalenvironment;(c)

excessivecrowding in living spaces; (d) failure to provide comprehensive,

interdisciplinaryinitial and periodicevaluation,program planning and

follow-upand lack of developmentalservices; (e) lack of use of direct care.

personnel in training residentsin self-helpskills; and (f) failure to employ

sufficientnumbers of qualifiedpersonnel in direct care, medical, social,

therapeutic,psychologicaland vocationaltraining services. (Braddock,1977)

In April of 1986,theSenate Subcommitteeon the Handicappedreleaseda 250

page report showing that times have changed very little since the above

findings and, in fact, some of the institutionsvisitedwere reminiscentof

the appallingconditionsof the 1950’s and 1960’s.

A number of studies have reportedpositive attitudestoward community

living on the part of deinstitutionalizedpersons and their parents. The vast

majority of individualsexpressedsatisfactionwith their placementsin

contrast to their feelings about

Felsenthal,1977; Edgerton 1967;

Bolinsky, 1977; McDevitt, Smith,

Seiffer, 1976).

institutionallife. (Scheerenbergerand

Edgerton and Bercovici,1976; Aninger and

Schmidt and Rosen, 1978; and Birenbaumand

The third major body of researchattempts to differentiatebetween

various types of institutionaland community facilitiesand to identifythe
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factors responsiblefor changes in residents’behaviorand progress. Overall,

the attributeswhich have been found to produce gains in adaptive behaviorand

general developmentalgrowth are

facilities.

resident-or”

Tizard, 197’

Attributesinclude:

ented care practices

; and McCormick,Bal’

MORE LIKELY to prevail in smaller community

individualizedattention(Baroff,1980);

(Balla, 1976; Baroff, 1980; King, Raynes and

a and Zigler, 1975);existence of personal

effects, privacy in bathroomsand bedrooms (Balla, 1976 and Baroff 1980);

communityexposureand social interaction(Crawford,1979 and Baroff, 1980);

and experienced,trained direct care staff (Dellingerand Shope, 1978 and -

Baroff, 1980.)

There should be no doubt that smaller, home-likesettings are preferable

to large congregateones in the face of such evidence.

II. MEDICAID IS A POWERFUL INCENTIVEFOR OUT-OF-HOMEPLACEMENTS

For those people with developmentaldisabilitieswho havenever been in

an institution,we discover anothermajor and cruel effect of Medicaid. Faced

with inadequateresourcesand community supports,families are presentedwith

powerful incentivesto send their children away in order to receiveMedicaid

reimbursedservices. Comparedto the billions spent on out-of-home

placements,less than 1% of the funding is designatedfor family support

services,

There have been several studieson the effects on familieswhen they have

children with disabilitieswith respect to family structure (Fotheringham&

Creal, 1974; Beckman-Bell,1981;Paul & Porter, 1981; Willer & Intagliata,
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1984; McCubbin,Joy, Cauble, Comeau, Patterson & Needle, 1980; Turnbull,

Summers& Brotherson,in press); stress (Wikler, 1981; Shapiro, 1983) and

coping (Wright,19170;McDaniel, 1969; Neff aned Weiss, 1965). According to

several investigators(Gruppo,1978,Minde, Hackett,Killon & Sliver, 1972;

Heisler, 1972), families of,childrenwith disabilitiesgo through stages

similar to the reactionto death. Despite improvementsin services over the

last 50 years, the major family problems have not changed (Farber,1979).

Other researchnotes that serviceswhich supportthe family and child.in

the natural home have finishedlast when comparedto other reinstitutionaliza-

tion services (Loop and Hitzing, 1980). Disabilitiescreate financial

hardshipsfor families because of costs for adaptiveequipment,medication,

therapiesand lost income due to care-givingresponsibilities. Family

subsidiescan be of great help in meeting these costs (Turnbulland Turnbull,

in press; Pattersonand McCubbin, 1983; Boggs, 1979;Moroney, 1981).

Traditionally,however, in largemeasure due to

resourcesbecome

1979), substitut

availableonce

ng for, rather

the handicapped

than supplement<

the Medicaid program,

child leaves home (Horejsi,

ng the family (Moroney,1979).

In reviewingthe policy biases regarding supportingand not supplanting

the family,one of the largestconcerns is that policy makers are torn between

the desire to provide for needy persons and the fear of creating uncontrolled

programs. Policy makers are faced with questionsof eligibility;whether to

relate benefitsto the characteristicsof the familyor to the level of

functioningof the child with a disability;how to coordinatesubsidieswith

tax policy; how to coordinatewith other incomemaintenanceprograms;how to

balance the competingdemands for funds from state institutionsand well-
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*

e~tablished communityprograms. Inaddition,providingstable familysupport

occurs in the unstable context of society where there are dozens of political,

economic,social, dultural, technological,psychologicaland demographic

variablesaffectingliving arrangements.

In spite of these barriers,however,more than half of the stateshave

adopted family support programs. Research supportswhat we see as the obvious

benefitsof family support:developmentat home is better (Poznanski,1973); a

family providessocial developmentand emotional security (Schield,1976);.

childrenwith disabilitieshave a right to be a member of a family (Vitello,

1976); and habilitativefamily care includes care, training and supervisionin

a planful manner (Horejsi,1979).

The rising cost of residentialplacementshas intensifiedthe search for

alternativesto out-of-homeplacementsand a “rediscovery”of the family.

While some argue that by focusingon cost, attentionis shifted from civil

rights and humanitarianconcerns,the economics cannot be dismissed. While

the states are strugglingto find waysto provide family support services,

Medicaid cont~nuesto offer only family supplantationservices.

Itshould be mentioned here that the Medicaid Home and CommunityBased

Care Waiver is an excellent approachwhich has begun to address the need to

support ratherthan supplant families. However, the servicesunder the waiver

need to be dramaticallyincreasedand eligibilityexpanded. Expandingthe

waiver should be viewed as a stop-gapapproach and policy makers should bite

the bullet and solve the largerstructuralproblamsand totally eliminatethe

institutionalbias of the Medicaid program.
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111.RESTRUCTURINGMEDICAID MEANS TOUGH ISSUES, INEVITABLECHOICES AND

POLITICALHEAT

Downsizingof large facilities,whether they are institutionsor community

residentialfacilities,is inevitable.

The basic issues remain the same: what to do with buildings;what to do

with employees;how to mitigate the economic impact of the change; how to

involvethe citizens of local communitiesin a public process; and how to .

implementthe solutions. I hope to present some answers on how to approach

these issues.

~,

P“

During the 1984

arming Agency was

an for state hosp.

State Hospital, (2)

LegislativeSession, the Minnesota00 Council of the State

given lead responsibilityto conduct a study and propose a

tals precipitatedby (1) the sudden closure of Rochester

the Title.XIXHome and CommunityBased Waiver which called

for additionalreductionsin the mental retardationunits, (3) the Welsch v.—

Levine Consent Decree, and (4) the proposed reorganizationof the state

hospital system by the Departmentof Human Services. Eight reportsanswered

specific questionsposed by the legislation. The study that we conducted

involvedall stakeholdersand resultedin legislativeaction.I have brought

copies of the executive summary of these reports for the committee.

The first priority in planningmust be the individualswho are served,.and

the states must undertake independentverificationof individualizedneeds and

services to meet their needs. Other issues also need attention,such as

economic impact, employee displacement,and alternativeuse of buildings. I
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offer the followingsuggestionsbased on Minnesota’sexperienceas you

considerwaysto restructurethe Medicaid program and address the tough issues.

1

A. AlternativeUses of Buildings

Alternativeuses of buildingsmust receive attention. One option for

those in disrepair is to declarethem surplus property. Our analysisshows

that many states do not excel at disposingof surplus property. Generally

speaking,state agencies reportthat they do not save money by using state.

hospitalsfor other governmentuses, due in large part to the conditionand

age of the buildings,energy and renovationcosts.

Of the 31 institutionsreportedclosed nationwide,none has been purchased

by private industry. Over half have been convertedto other types of

institutions,e.g., corrections,veterans,geriatricapartments,collegesand
#

religiousorganizations.

States should have a systemwidecapital improvementplanning process that

recognizeslong-termspace requirementsand the conditionof the buildings.

Remodelingshould be avoided if the buildings are destined for closure.

States should declare such buildingsas surplus property,and demolish,if

necessary,any buildings in poor condition. .

States should develop an aggressive,coordinatedmarketing strategy for

all potential alternativeuses of large facilities. Specific decisionswill

require the active involvementof state, county and local agencies, and

affected communities. States should ease any constraintson the sale of state
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property to the private sector.

B. Impacton Public Employeesand Local Communities

A critical area to focus on is the employeesof institutions. Most

legislativebodies are very concernedabout the effects on the employees

should a state facility close. States should gather informationabout the

projecteddisplacementof stateemployees because of deinstitutionalization,

and the extent to which displacementcan be mitigated

retirement,retraining,and transfer. The state shou”

facilityemployeesto determinefuture career choices

through attrition, .

d also survey state

Institutionalclosure can significantlyaffect a community’seconomy. The

smaller the connnunityand less diverse its commercialor industrialbase, the

greater the impact of any closure or downsizing. Economic impact is not only

a functionof where employees live and spend their money but also where they

work in terms of commutingdistance.

For purposes of Minnesota’sreport, there are three economic impact

areas: 1) the primary impact zone is where 50% of the employees live; 2) the

secondary impact zone is where 75% of the employeeslive (includingthe

primary impactzone);and 3) the regional impact area is where at leaSt ~~% of

the employees

We looked

percentageof

live and includesboth primary and secondaryzones.

at the direct effect of hospital employment(employmentas a

total area employment;payroll as a percentageof total area

wage and salary income; and estimatesof unemploymentby county); indirect
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employment loss; state hospitalpurchases;effect of resident/patient

spending;and effect of visitor spending.

States should develop alternativeeconomic deve’

require a cooperativeeffort between state and loca’

impact zones may be one way to handle this issue in

opment strategieswhich

officials. Economic

the future.

c. Public Opinion and Citizen Input

.

Public opinion and citizen concernsmust be heard and a process developed

to elicit them. Some strategiesare: 1)

affectedarea; 2) solicitinglettersfrom

3) establishingan 800 phone number for a

monthly bulletinson progress to announce

and organizations.

holding town meetings in each

the public and interestedpartie!

call-in day; and 4) distributing

meetings to interestedindividua’

.
s

s

States must anticipateand plan for the economic chain reaction

characterizedby direct loss of institutionaljobs, indirect loss of jobs

because of slowed industrialgrowth, lowered gross community income, reduced

retail sales, closed stores, fewer families,underutilizedschools, increased

taxes, higher utility costs, depressedhousing market, and risin9

unemployment.

States must develop a process for public involvementduring closure or

reallocationof resourcesto prevent these factors from being barriersto

implementinga deinstitutionalizationpolicy.
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D. Balancingthe Cost Factors

In general,fifteen (15)years ago, the care given in institutionswas

custodial,and the cost per day was extremely low. Court cases and federal

standardsresultedin better staffing. Costs increased. During this time,

people with developmentaldisabilitieswere moving to the communitybut costs

continuedto increasein institutionsbecause: 1) the fixed costs were higher

due to fewer residents;2) remodelingand constructionoccurred across the

United States to meet federalICF-MR standards;3) staffing increasedor .

stayed level in order to reach ratios;4) unionizationof public employees

occurredwhich led to higher salaries;5) inflationhad an impact;6) the

proportionof residentswith severe/profoundmental retardatif

people with lesser handicaps left; and 7) indirectcosts were

overhead and other state administrativecosts in order to max’

financialparticipation.

During this same period the number of group homes in the

n increasedas

added such as

mize federal

community

increaseddramatically,the ownershippatterns rangingfrom family, nonprofit,

profit, chains, or systems. Family operationsare the least expensive.

Community residentialfacilitiesnow serve all ages and all types of handicaps

but the proportionwho

Average per diems

are most dependent is slightly lower than institutions.

should not be compared between institutionsand

community facilitiesbecause costs vary by type of resident (age, level of

independence,services needed, and staffing needed). Children are alwaysmore

exPensivethan adults. Peoplewith more severe handicapsare more costly

regardlessof setting. Per diems do not contain the same items. No standard
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chart of accountsor cost accountingsystem exists. There are severalways of

determiningcosts which producedifferent outcomes in cost studies.

Some other importantconclusionsfrom

1) costs do not differ if both types of c1

array of needed services;2) by adding in

the differencenarrows; 3) we need to add

provides care: the family may be the most

past cost comparisonstudiesare:

ents are truly provided the full

ay programsand medical services,

in the issue of “family”that

cost-beneficialapproach;and 4)

reallocationof funds must be consideredif numbers of people keep moving qit

of institutions.

The Pennhurststudy concludedthat: 1) state salaries and fringes are

higher than communitysalariesand fringes; 2) cotmnunitystaff spend more

hours of direct staff time per client than Pennhurststaff; 3) there is a

greater division of labor in state hospitals--moremanagement,more

specialists,and more medicallyoriented staff (communitystaff do more

jobs); 4) savings in communityare due to use of genericservices; 5) how lon9

will we expect a low paid, transientwork force to serve people with more

severe handicapsin the conununity?6) rather than say communityservicesare

cheaper,we should say that we get more staff time for the money; and 7) some

institutionprograms are less expensivethan c-nity; most institutionsare

more expensive;average per diem reflectsa wide range of people.

E. Options and Recommendations

There are four options presentedin Minnesota’sreport. They may be seen

as steps in a plan toward closureor as discreet decisions.



1) Keep all state hospitalsjinstitutionsopen but downsize them.

2) Decentralizethe state hospitalsand begin state-operated,

community-basedservices.

3) Increaseefficiencyand introduceelements of competitionin all state

hospitals/institutions.

4) Close one or more state hospitals/institutions.

The first option, downsizing,has effects on employees. Criticalareas

to plan for include: (1) projectingthe number and types of staff reductions;

(2) emphasizingnatural attritionrather than lay-offsas a first option; (3)

making early retirementattractive;and (4) adding medical insurancebenefits

for people until they reach age 65 years. This option is also less expensive

than layoffs.

Downsizingalso has effects on buildingsand energy use. The demand for

living space goes down, yet capital costs will continuefor remodeling/

renovation. If the residentscan consolidatelivingspace, then selected

buildingscan be declared surplus and sold, rented,or demolished.

The second option, decentralizingthe state hospitals/institutions,could

involve lookingatRhode Island’sapproach in beginningstate-operated,

conununity-basedservices. In Minnesota,the American Federationof State, COunt)f

and MunicipalEmployeesand the Departmentof Human Services prepared

proposalsto follow this option.

Decentralizationhas effects on residents and employees. Individuals

continue to move to the conununity.Employees can bid on positions in



communitysettingsand can be covered under CO1lectivebargainingand pensiol

plans. Retrainingwould be necessary. Space needs would be reduced.

Propertycan be declared surplus. The state might incur new capital costs in

the conmnunityOr existing housing could be used. Economic impact can be

disperseddependingon relocationof residents.

The third option, improvingthe efficiencyand effectivenessof state

hospitalsand introducingelements of competition,includeshaving: 1)

managementinformationsystems in place; 2) state hospitalsgenerate revenue

as a functionof services rendered;3) e’achstate hospitalbe responsiblefor

program mix, budgeting,marketing,and rate setting;4) no catchmentareas;

and 5) countiesand casemanagers be responsiblefor payment of service.

Improvedefficiencyhas the followingeffects: 1) Individualsand counties

would have choice of using state hospitals at a prenegotiatedcost of service;

2) State hospitalswould still be under the same policies;3) There would be

more need for flexibilitythan civil service currentlyallows. Employees

would be trained and transferredbased on need. 4) Each state hospitalwould

have control over buildings. There would be an incentiveto conserve;5)

Proceeds of sale of propertywould revert to state hospitals;6) Rental value

would approach fair market value; 7) Per diems would reflect true costs.

States need to be cautious about using this approach. There is concern

about “dumping”most difficultclients (“creaming”)or not providingservice.

Minnesotahas up to this point not rejected clients. True competitionmay not

be possible dependentupon each state’s rate settingmechanism. Counties may

have differingcapacitiesto handle these new responsibilities.
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The final option, closure of institutions,while it ultimatelyshouldbe

the goal, is extremelydifficultto do as a first step since there is little

politicalor financialincentiveto close them. Terminationsare usually

accompaniedby a budget crisis and/or an ideologicalstruggle. There is a

lack of systematicevaluationstudies to determine impact of closures.

Closure usually does not occur because instant oppositionis galvanizedand

the forcesof incrementalismencouragemost programs to grow ratherthan be

terminated. States should first hypotheticallyclose their institutionsand

assess and plan for the impacts as was done in Minnesota. .

IV. RESTRUCTURING

The essential

MEDICAID MEANS CATCHING THE NEW WAVES AND FUNDINGWHAT IS

POSSIBLE

changes needed in Medicaid can readilybe seen when one

contrastswhat currently exists and what should exist in serving peoplewith

developmentaldisabilitiesgiven the innovationsthat are fast becoming “state

of the art.” There are at least ten features of the present systemwhich, if

reversed,would solve many of the fundamentalproblemsfaced by peoplewith

developmentaldisabilities.

WHAT IS WHAT SHOULD BE

1) Most dollars are tied to institutions 1) Most dollars are tied to

such as state institutionsand ICFS-MR to individuals.

2) Funding sources dictate where people live, 2) Individualsor guardians

consequently,many live in state hospitals dictate where they live.

-14-



or ICF-MRfacilitieswith few prospects for People may leave these

1iving in less restrictivesettings. facilitiesif they choose.

,

3) Reimbursementmechanismstend to 3) Reimbursementmechanisms

discouragedeinstitutionalizationor promote deinstitutionaliza-

independentliving. tion and independent

living.

4) Reimbursementmechanismsencourage

familiesto place childrenwith

developmentaldisabilitiesin

residentialfacilities.

5) There are no incentivesto use less

restrictive,less costly options. As

a result,taxpayerspay more.

4) Reimbursementmechanisms

are flexibleenough to

allow families to care for “

their children at home.

5) Incentivesexist to use

least restrictive,lower

cost options. Taxpayers

pay less for better

service.

6) State maintains duplicative,two-tiered 6) Affords the opportunityto

system of state institutionsand reduce capacity of the

comnunityfacilities. state institutionsystem

and the conmnunity

residentialsystem.

7) Virtuallyno screeningmechanismsare

in place.

7) Screeningmechanismsare

in place.

-15-



8) The reimbursementsystem is open-ended,

fee for service. Few incentivesfor

high quality providers.

9) People have no incentivesto use high

quality, low-cost,preferredproviders.

10)People have few service optionswithin

the group home setting.

8) The reimbursementsystem

is limited,prospective.

Some funding tied to

provider performance.

9) People have incentivesto

use preferred providers.

10) People have new choice$

such as contractingout or

owning a share of thehome.

A. Catchingthe New Waves

Innovativedevelopmentsin services are currentlyoccurring throughout

the United States and federal policy should encourageand support their spread

in areas such as citizen owned housing and supportedemployment.

InBrookline,

been developed for

Massachusetts,twenty-two

adults with developmental

units of condominiumhousinghave

disabilities. The units are

integratedinto the communftyand allow ownershipof living spaces friendship,

and support of trained staff.

In the area of employment,individualswith mental or physical

limitationshave much to contributeto society. Many have the ability to

perform valuable functionsfor employers. But, these individualsneed

challengingjobs, appropriateand adequate training,and considerationof



their limitationsin the job matching and trainingprocess.

For many indi’viduals,the major limitationshave not been disabling

conditions. Instead,they have been the stereotypes,expectations,and

attitudesof individualswho do not have disabilities. These prejudiceshave

resulted in individualswith disabilitiesbeing excludedfrom the experiences

they need to qualify for and obtainjobs. They have also been victimizedby a

rigid model that has not kept pace with a changingsociety.

.

Throughoutthe country, new careers are being developedfor individuals

with disabilities,and technologyis being appliedto compensatefor physical

and mental limitations. These new approachesshould be nurtured. Htiever,

there are far too many placeswhere the old traditionalmodels are being used

and not working. Consumers,advocates,agencies,and employers are seeking

more successfulmodels.

The traditionalvocationalmodel, a continuumthat requiresan individual

to move from evaluationto training,to a work activitiescenter, to a

shelteredworkshopor a competitivejob,hasbeenunableto accommodatemany

individualswithsevereormultipledisabfllties.Most of these programs

require that individualsmeet entranceand exit criteriabefore they are

consideredemployable. Many of the programs have become bottlenecked,

resultingin waiting lists of individualswho need services. Individualswith

severe disabilitieshave not moved through this continuumsuccessfully.

Rather than require individualswith disabilitiesto adjust to an

artificialcontinuum,it is feasibleto train and support them in an actual



employmentsetting. This concept,supportedemployment,is more effectiveand

less expensive

Supported

most effective

work settings;

than the traditionalapproach.

,

employmentis based on the followingkey ideas: 1) trainingis

when it is relevant,functional,and performed in the actual

and 2) individualslearn best by modeling themselvesafter and

learning from other individualswho are engaged in similar tasks. A great

deal of natural learningoccurs in this manner; this does not occur in

segregatedworkshops. .

Labels have

support

develop

compare

provide

services

very little value in developing learningobjectivesand

for individualswith disabilities. Insteadwe need to

functionalanalysesof the individual’sskills and limitations,and

them with the functionalrequirementsofthe job, allwing us to

the supports requiredto compensatefor

performance.

Inthe

with moving

alternative

inunediately

traditionalcontinuumapproach,sta<

individualsfrom one segregatedbui”

approach, individualsare placed in

a disabilitythat inhibitsjob

f members concern themselves

ding to another. In the

the actual job setting

and services are provided as needed. Intensiveservicesmay be

required initially,but as they are no longer needed,they are phased out.

Under the ConsolidatedOmnibus ReconciliationAct Amendments,supported

employment is allowed under the Medicaid waiver. Medicaid should be

restructuredto discontinue“medicalday treatment”in favor of supported

employment.
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B. What People Need

During the 1980’s there has been a growing awarenessof the rightsof

consumersand family members to make decisions about their lives, especially

how fundingdecisions are made. ProfessorJohn McKnight of Northwestern

Universityhas noted that social service professionalshave claimed the right

to definewhat the problem is, what should be done about it, as well as to

evaluatewhether or not their solutionswere effective. “Leadershipbecomes

impossiblewhen the claims of professionalsare so comprehensive,”McKnigh\

says, because it strips clients of any personal sense of legitimacyor

efficacy. The dignity of risk is lost. people become simply “clients”and

society is encouragedto view them as social liabilitiesinstead of social

assets.

The growing empowermentof consumerscomes into direct conflictwith the

Medicaid system as demonstratedby the followingquestions:

- Will individualswith disabilitiesbe allcwed to become as

self-sufficientas possibleor will they be encouragedto become

overly dependent on professionals?

- Can the interestsof caregiversand recipientsbe presumed to be the

same?

- When conflictsarise between persons with disabilitiesand

professionalcaregivers, whose interestswill predominate?

- What is the impact of professionalintervention(the formal system of

care) on family and other (informal)system networks? Do present

systems serve to supplementinformal support networks or supplantthem?

- Who decides how much care, and what kind, is to be rendered,when it

-19-
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is to be preferredand the setting in which it is to be delivered?

- Are such decisionsproperlythe province of the professional,

individual, governmentor the family?

- What happens to the abilityto leveragechange on one’s own behalf,

when reimbursementis provided by an absenteethird party,

particularlywhen a public subsidy is involved?

The restructuringof Medicaid along the lines presentedwill result in

better servicesto people with developmentaldisabilities,eliminationof the

wasteful funding of two systems,and services based on the needs of the

individualratherthan the needs of the system.

Inclosing,I would like to add that Senator John Chafee’s bill, the

Connnunityand Family Living Amendments (S.873),would, if passed, contribute

greatly to the reformswe have recommended. We hope the committeewill

thoroughlystudy it.
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This addendumprovidesan executivesummaryof eightpolicy
paperspreparedby the MinnesotaDevelopmentalDisabilities
Councilin responseto a legislativerequestfor a planre-
gardingthe futureof stateinstitutions.

Let me emphasizethatMinnesotahas plentyof plans,and some
wouldarguethyt our statehospitalsystemis overstudied.
The problemswith planningis thatwhenmajorstakeholdersare
not involved,the planningis meaningless.Second,the Legis-
laturecan act withoutplanningor can requireplanningand
then not act. The studythatwe conductedinvolvedall stake-
holdersand did resultin legislativeaction.

PAPERNO. 1: MINl?ESOTASTATEHOSPITAL
FACILITIESAND ALTERNATIVEUSE (BUILDINGS)

The major focusof thisstudywas an analysisof the general
conditionof the buildingsand potentialalternativeusesof
thosebuildings. .
We examinedseveralvariablesincludingthe yearsthe build-
ingswere built,propertysize,buildingsquarefootage,phys-
icalcondition,plumbingcondition,and electricalcondition
of the buildings.

Generallyspeaking,43 stateagenciesreportedto us thatthey
do not savemoneyby usingstatehospitalsfor othergovern-
ment uses ratherthanrentingor buildingotherfacilities.
This is due in largepart to the conditionand age of the
buildings,energycosts,and renovationcosts.

Of the 31 institutionsreportedclosednationwide,nonehave
beenpurchasedby privateindustry. Overhalfhavebeen con-
vertedto othertypesof institutionse.g.,corrections~Vet-
eran’s,geriatricapartments,college,and religiousorganiza-
tion.

~PAPERNO. 2:
HOSPITALENERGYUSE AND COST

Energyconsumptionin buildingsis affectedby many factors
includingoriginalconstructionfeatures,efficiencyof heat-
ing plant,severityof weatherand type of heatingfuelused.
Meaningfulcomparisonof energyuse at the eightstatehospi-
talswas difficult.

We recommendedthat statesshouldundertakeenergyconserva-
tionmeasuresincluding:utilizationof sharedsavingscon-
tracts;use of alternativefuels;purchaseof electricityfrom
wholesalers;separatemeteringof leasedor rentedbuildings
to the tenants;identificationof surplusbuildingsfor demo-
litionto eliminateheatingcosts;and installationof improve-
mentssuch as summerboilers.



PAPERNO. 3: A PROFILEOF MINNESOTA
STATEHOSPITAIJEMPLOYEES

The legislationauthorizingthe studywas very concernedabout
the effectson the employeesshoulda statehospitalclose.
The legislationsoughtspecificinformationaboutthe employ-
ees: What is the projecteddisplacementof statehospital
employeesbecauseof deinstitutionalization,and what is the
extentto whichdisplacementcan be mitigatedthroughattri-
tion,retirement,retraining,and transfer?

Thereare over 5,900people,includingpart-timeand intermit-
tent employeesworkingat our eightstateinstitutions.Di-
rect care staffare oftenfemale. The averagewage is $4.00
to $5.00higherthanminimumwage. The lengthof service
averagesover eightyears,and the separationratevariesby
location.

The StatePlanningAgencyconducteda surveyof statehospital
employeesto determinefuturecareerchoices. Therewere 26”
questions,and 3,154employeesrespondedto the questionnaire.
Regardlessof how the questionwas asked,most employeesindi-
catedpreferencefor publicsectoremployment.

Statesmay have to be creativein makingearlyretirementmore
attractiveratherthan incurlayoffcosts. The portabilityof
pensionsmay alsoneedto be investigatedat the statelevel
to encouragetransferof employeesratherthan layoffs.

PAPERNO. 4: THE ECONOMICIMPACT
OF MINNESOTASTATEHOSPITALS

A largeindustrysuchas a statehospitalcontributesignifi-
cantlyto a community’seconomy. The smallerthe community
and lessdiverseits commercialor industrialbase,the
greaterthe impactof any closureor downsizing.Economic
impactis not onlya functionof whereemployeesliveand
spendtheirmoneybut alsowheretheywork in termsof com-
mutingdistance.

Salaries of employeesare the most significantfactorin esti-
matingcommunityeconomicimpact. The impactchangesdepend
upon the dispersionof employeesin a geographicarea. Eco-
nomicimpactshouldnot be calculatedby multiplyingtotal
revenueby a multipliereffectsuchas ‘lOnbecauseit over
estimatestrue impact.

Sincemost states have centralized procurementsystems,local
purchasesby the institutionare a smallpercentageof local
retailsales.

If institutionsare locatedin ruralareaswith high unemploy-
ment,alternativeemploymentstrategiesare difficultto de-
velop. Retrainingand voluntarytransfersof employeesshould
be consideredas a preferredeconomicdevelopmentapproach.
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Alternativeeconomicdevelopmentstrategiesshouldnot imply
IIfillingup buildings with a newly discovereddevaluedgroups
suchas peoplewithAIDS,Alzheimer’s#or thosewho are home-
less.”

Institutionslocatedon primepropertymay be the firstto
closesinceecpnomicimpactwill be lessened. It may be a
wrongreason,but it is oftenmore feasible.

PAPERNO. 5: PUBLICOPINIONS
ABOUTSTATEHOSPITALS

A significantpart of the studyof the statehospitalsystem
was the developmentof a publicprocesswhichprovidedMin-
nesotanswith an opportunityto expressideasand concerns
regardingthe futureof statehospitalsand the deliveryof
servicesto personswithmentalillness,mentalretardation~
and chemicaldependency.

Thispublicprocessinvolvedthreemajorelements: .

1. The conveningof nine townmeetings,one in
each area of the stateservedby a statehos-
pitaland one in the Metroarea. (Over5,000
peopleattended. Therewere 362 witnesses,
and 80 separateorganizationswere repre-
sented.)

2. Solicitinglettersfromthe publicand inter-
estedpartieswho wouldexpresstheirviews.
(Over433 letterswere received.)

3. Receivingcallsduringa ‘toll-freecall-inn
day. A totalof 202 calls;174 favoredstate
hospitals.

4. We also senta ‘DearColleagueWmailingonce
a monthto 1,500peoplegivingresultsand an-
nouncingmeetings.

The overwhelmingmessageof the townmeetingsand phonecalls
was to keep the statehospitalsopen. The letterswere split
on this issue.

Here are the most frequentlyheardthemesemergingfromthe
townmeetings:

ConcernsaboutPatientsand Residents:

● The specialneedsof residentsshouldbe the
primaryconcernin planningthe futureof state
hospitals.

● Personsmost ‘difficultto place~becauseof
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severebehavioral,physical,medical,communica-
tion,or multiplehandicapproblemsare often
servedby statehospitals.

Viewson CommunitYProcwams:

● Individualshavemovedout of institutionsand
intothe community.Theyhave improved.

● Communityprograms(communitymentalhealthcen-
ters,casemanagement,and communitysupportpro-
grams)needmore financialsupport.

Qualitvof StateHosDitalStaffand Care:

● Statehospitalstaffand the careprovidedwere
describedas caring,helpful,dedicated,the
best,concerned,enthusiastic,skilled,superior
care,warm,professional,and nationallyrecog-
nized.

.

PAPER NO. 6: RESIDENTS/PATIENTS

Minnesotatsstatehospitalsexistto servepeoplewith mental
illness,developmentaldisabilities,and chemicaldependency.
Whilethereare many factorswhichwill influencethe future
of statehospitals,a very importantfactormust be the indi-
vidualsfor whom they exist.

The statehospitalstudyalso found:

1. In 1960, a peak of 16,355residents/patients
were servedin the statehospitalsystem.

2. In FY ’84, the averagedailypopulationof the
statehospitalswas 4,006people: 1,230peo-
ple who werementallyill;2,182peoplewho
were developmentallydisabled;and 594 people
who were chemicallydependent.

We recommendthat states should undertake independent verif-
icationof individualizedneedsand treatmentsto address
thoseneeds.

PAPER NO. 7: THE COST OF MINNESOTA
STATE HOSPITALS

Thereare fourpartsto the costreport. Here are somehigh-
lightsfromthe cost study:

1. Fifteen(15)yearsago,the caregivenin
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2.

3.

statehospitalswas custodial,and the costper day
was extremelylow.

Courtcasesand federalstandardsresultedin bet-
ter staffing. Costsincreased.

In this sameperiod,peoplewith developmentaldis-
abilitiesweremovingto the community. costscon-
tinuedto increasein the statehospitalsbecause:

a.

b.

c.

d.

e.

f.

9“

The fixedcostsincreasedbecauseof fewer
residents;

Remodelingand constructionoccurredacross
the UnitedStatesto meet federalICF-MR
standards;

Staffingincreasedor stayedlevelin order
to reachratios; .

Unionizationof publicemployeesoccurred
which led to highersalaries:

Inflationhad an impact;

The proportionof residentswith severe/
profoundmentalretardationincreasedas
lesshandicappedpeopleleave;and

Indirectcostswere addedsuchas overhead
and otherstateadministrativecostsin
orderto maximizefederalfinancialpar-
ticipation.

Costsof CommunityResidentialFacilities:

1.

2.

3.

4.

5*

The numberof grouphomesin the communityhas in-
creaseddramatically.

The ownershippatternscan rangefrom familY~non-
profit,profit,chains,or systems. Familyopera-
tionsare the leastexpensiye.

Communityresidentialfacilitiesneed a standard
chartof accountsand improvedcost accounting.

Communityresidentialfacilitiesincludecapital
itemsbut not day prograinsor servicecosts.

communityresidentialfacilitiesnow serveall
ages and all typesof handicaps,but the propor-
tionwho are most dependentis sllghtlylower
than statehospitals.
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6. Why averageper diemsshouldnrtbe comparedbe-
tweenstatehospitalsand communityfacilities:

a.

b.

c.

d.

e.

f.

Costsvaryby typeof resident(age,level
of independence,servicesneeded,and
staffingneeded). Childrenare always
more expensivethanadults. More severely
handicappedpeopleare more costlyregard-
lessof setting.

Per diemsdo not containthe same items.

No standardchartof accountsexists.

No costaccountingsystemexists.

Thereare severalways of determining
costswhichproducedifferentoutcomes
in cost studies: reimbursablecostre-
porting;averageper personcosts;fixed “
and variablecosts;unitscosts:and
needsapproach.

In Minnesota,costsvary by geographic
location(urban,rural); size (6 or,fewer~
17 or more); staffratios,and special
certification.

PAPERNO. 8: OPTIONS/RECOM14ENDATIONS

The fouroptionspresentedin this lastreportinclude:

1. Keep all statehospitalsopenbut downsize.

‘2. Decentralizethe statehospitalsand begin
state-operated,community-basedservices.

3. Increaseefficiencyand introduceelementsof
competitionin all statehospitals.

4. Closure of one or more state hospitals.

On page 2 of this finalreport,we beginwith a listof all
the conflictingroles. Wheneverinterestgroupsdiscusswhat
is the statelsrole,thereis a tendencyto say, ‘thestate
oughtto,” forgettingthatwe do not have a blanksheetbut
rathera complexset of rolesincluding:provideservices;
superviseservices;monitorand license:guardian:defendant
in court;employer;negotiator:providerof servicesto em-
ployeesin caseof closure:costcontainment:and maximize
federalfinancialparticipation.

OPTION1: Continueoperationof all eightstatehospitals
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with staffreductionsor downsizingin the mentalretardation
units.

● The mentalretardationpopulationwill continue
to declinebecauseof the WelschConsentDecree
and the waiver.

Effectson EmRloVees:

● Becauseall typesof stafflevelsare stipulated
in the WelschConsentDecree,the numberof staff
who couldbe reducedcouldbe projected.

● The numberof staffto be reducedtotaled644
positions.

● Basedon historicalexperience,thereare 1,640
separationsbecauseof turnover,retirements,
deaths,and resignations.Thisnumberincludes
~ employeesincludingpart time.

● It is our opinionthatnaturalattritioncan be
used for downsizing as a firstoptioncompared
to layoffs. Specialexceptionis made to fill
positionsfor health/safetyand for Welschcom-
pliancereasons.

● The next optionis to make earlyretirementat-
tractivethroughextensionof earlyretirement.

“ The finaloptionis to extendthe earlyretire-
ment optionand to add medicalinsurancebenefits
for peopleuntilthey reachage 65 years. This
optionis also lessexpensivethan layoffs.

OPTION 2: Decentralizethe statehospitals.

We lookedat RhodeIslandfsapproachin beginningstate-
operated,community-basedservices. Our stateAFSCMEgroup
prepareda proposal. The Departmentof HumanServicesalso
createda proposalincludedin thisreport.

Effects on Residents and lhmloyees:

● Individualswouldcontinueto move to the com-
munity.

“ Employeeswouldbe allowedto bid on positions
in communitysettings.

● Employeeswouldbe coveredundercollectivebar-
gainingand pensionplan.

● Retrainingwouldbe necessary.
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“ S~aceneedswouldbe reduced. Propertycouldbe
d~claredsurplus.

● The statemightincurnew capitalcostsin the
communityor existinghousingcouldbe used.

● Economicimpactwouldbe disperseddependingon
relocationof residents.

OPTION3: Improveefficiencyand effectivenessof state
hospitalsand introduceelementsof competition.

● Managementinformationsystemswouldhave to be
in place--chartof accounts,residenttracking,
etc.

● Statehospitalswouldgeneraterevenueas a
functionof servicesrendered.

“ Each statehospitalwouldbe responsiblefor

.

programmix,
setting.

No catchment

“ Countiesand
for payment

Effects:

● Individuals
usingstate
service.

b~dgeting,marketin~,and rate

areaswouldexist.

casemanagerswouldbe responsible
of service.

and counties
hospitalsat

wouldhave choiceof
a prenegotiatedcostof

● Statehospitalswouldstillbe underthe same
policies.

● Therewouldbe more need for flexibilitythan
civilservicecurrentlyallows. Employeeswould
be trainedand transferredbasedon need.

“ Each statehospitalwouldhave controlover
buildings. Therewouldbe an incentiveto con-
serve. (Thisis a realproblemareabecausethe
statebondsand everyfacilityis not equalin
termsof buildings.)

“ Proceedsof saleof propertywouldrevertto
statehospitals.

● Economicimpactdependson skillsof state
hospitals:

— rentalvaluewouldapproachfairmarket
value;
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— laundrycouldbe a profitcenter;and
— per diemswouldreflecttrue costs.

OPTION 4: Closureof the statehospitals.

“ It is extremelydifficultto terminategovern-
mentalorganizations.Thereis littlepolitical
incentiveto do so.

● Terminationsare usuallyaccompaniedby a budget
crisis,and/oran ideologicalstruggle.

● Thereis a lackof systematicevaluationstudies
to determineimpactof closure.

closuredoesnltoccur:

— guaranteesinstant,galvanizedopposi-
tion to the idea;

— benefitis minimaland means ‘fraction-
ally lowertaxes”;and

— incrementalismforcesmost programsto
grow ratherthanbe terminated.

Each statehospitalwas hypotheticallyclosedfor
purposesof this study,and the impactswere
assessed.

Effects:

● Basedon past experience,if the state does not
have time and moneyto developcommunityalterna-
tives,the residentsare sentto anotherstatehos-
pital. Considerationmust be givento:

— what is the home countyof each resident?
— whereare beds available?
— do theymatchwhat the individualneeds?
— if not licensedor certified,how much

money is neededforbringingintocompli-
ance?

● Thereare severalresearchstudiesof effectson
residents,patients,and families. Resultsare
mixed--changesin mortality,healthproblems,
emotionalchanges,and adjustmentissues.

● In the eventof closure,we listednine separate
optionsfor employees(pages28-29). We also es-
timatedthe numberof peoplewho wouldtake each
option,includinglistingbargainingissuessuch
as layoffs.
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We summarizedthe researchon closureand effects
on employees(loweredmorale,stress, physical
problems,emotionalproblems).

We summarizedthe alternativeuses of buildings,
the costof closureand calculatedby hospital,
the anoqntfor severance,healthbenefits,unem-
ploymentcompensation,and othercostssuchas
heating,security,etc.
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